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   India’s vast market is attractive to any marketer.  However, there is no magic word or 
unique means or strategy that could be successful.  Retailing is a sunshine industry.  Retailing 
involves organized and unorganized retailers.  Retailing one of the largest sectors in the global 
economy is going through a transition phase, not only in India but all over the world.  Migration 
of unorganized to organized retail has been visible with economic development. Organized retail 
formats, not only play role in business potential but also in the development of trade and 
industry.  In India trade constitutes around 15% of GDP of which retail trade makes at least 
half.  The retail sector is the second largest employer after agriculture.  The Government of 
India in the year 2006, opened up FDI in single brand retailing.  But India does not allow, till 
FDI in multi-brand retail. 
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INTRODUCTION 
India is a nation of shopkeepers it 
has huge number of retail enterprises in 
India.  About 78% of these are small family 
business utilizing only household labour.  
Retailing consists of the business activities 
involved in selling goods and services to 
consumers for their personal, family, or 
household use.  It includes every sale of 
goods and services to the final consumer.  
The retailers sell commodities directly to the 
consumers.  India has been termed as a 
country with the most compelling 
opportunity for retailer’s by A.T. Kearney’s 
2005 Global Retail Development Index.  
The increasing disposable incomes among 
the Indian middle class, the burgeoning 
young population are touted as the main 
reason for such attractive optimism.  In 
India, there is a strong lobby demanding 
Foreign Direct Investment (FDI) in retail 
sector.  But there is another equally strong 
lobby that has been opposing this idea tooth 
and nail.  Organized retail is definitely a 
growing market, and there is a lot at stake 
for retail companies to profit from 
technology resources that give customers a 
better shopping experience. 
 Retailing is the most active & 
attractive sector.  Retailing industry has 
been present for many years in our country.  
The international retail stores chains have 
caught the fancy of money travelers abroad; 
the action hitherto is missing from the 
Indian business scence.  Attractiveness, 
accessibility and affordability seen to be key 
offerings of the retailing chain.  It is seen 
that both the organized and unorganized 
retailers endeavor to implement various 
value-added services to provide pleasant 
shopping experiences to consumers.  There 
has been a school of thought which has 
strongly favored further liberalization of 
FDI aspect in retail and has counted on their 
several advantages.  On the other hand, there 
has been another very contrasting school of 
thought which has opposed the idea strongly 
listing the fall outs of doing so.  The present 
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study is concerned with “Beneficial and 
Adverse Effects of FDI for Indian Retail 
Market”. 
OBJECTIVES OF THE STUDY 
 To Know & understand retailing is an 
emerging sector. 
 To Study retail FDI regulations in India. 
 To consider retails new face. 
 To identify beneficial and adverse 
effects of FDI for Indian retail market. 
METHODOLOGY OF THE STUDY 
  The entire study is based on 
secondary sources of data.  Here, secondary 
data consists of books, journals and 
websites.  Thus secondary data has been 
collected in order to fulfill the constructed 
objectives of the present study. 
RETAILING IS THE EMERGING 
SECTOR 
 Retailing one of the largest sectors in 
the global economy, is going through a 
transition phase, not only in India, but all 
over the world.  For a long time, the corner 
grocery stores (Kirana Stores) were the only 
choice available to the consumer especially 
in urban areas.  This is slowly giving way to 
international formats of retailing.   
 The traditional food and grocery 
segment has seen the emergence of super 
markets / grocery chains (Food world, 
Nilgiris and Apna Bazaar) convenience 
stores (convenio HP speedmart) and fast-
food chains (McDonalds, Dominos).  The 
emergence of new sectors has been 
accompanied by changes in existing formals, 
as well as beginning of new formats. 
 Hyper Marts 
 Large super markets (An area ranges 
from 3500 to 5000 sq.ft.) 
 Multi Super markets (An area varies 
from(An area ranges from 1000 to 2000 
sq.ft.) 
 Convenience stores (With an area of 
750-1000 sq.ft.) 
 Discount / Shopping list grocer. 
  The traditional grocers by 
introducing self service formats as well as 
value added services such as credit and 
home delivery have tried to restructure and 
redefine themselves. However the growth in 
retailing has been confirmed primarily to the 
urban markets in the country.  In order to 
appeal to all classes of society retail stores 
would have to identify with different 
lifestyles in a sense of ‘Value for money 
image’.  The retailing evolution is emerging 
along of lines of the economic evolution of 
the society. 
RETAIL FDI REGULATION IN INDIA 
  The Government of India, in the year 
2006, opened up FDI in ‘Single’ brand 
retailing.  It is permitted up to 51per cent in 
single brand retails and 100 per cent in cash 
and carry wholesale trading.  But India does 
not allow, FDI in multi-brand retail. 
 FDI up to 51 per cent is permitted in 
Indian companies engaged in retail trade of 
single brand products with prior government 
approval subject to prescribed conditions.  
This was done with a primary motive of 
giving a boost to organized retailing in 
India.  As per these conditions, inter-
alia products to be sold should be of a 
‘Single brand’, which are sold under the 
same brand internationally and these 
products have to be so branded during 
manufacturing.  It is noted that, there is a 
ban on FDI in big multi-brand retail stores. 
RETAIL’S NEW FACE 
 Retailers include street vendors, 
supermarkets, departmental stores, 
restaurants, hotels even two-wheeler and car 
showrooms counter stores, kiosks, street 
markets and vendors where the ownership 
and management rest with one person are 
classified as traditional or unorganized retail 
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outlets.  But the modern Indian consumer is 
seeking more value in terms of improved 
availability and quality, pleasant shopping 
environment, financing options, trial rooms 
for clothing products return and exchange 
policies and competitive prices.  This has 
created a rapidly growing opportunity for 
organized and modern retail formats to 
emerge in recent years.  Migration from 
unorganized to organized retail has been 
visible with economic development.  
Marketing as a business function and 
economic activity plays an interactive role in 
relation to the economic development of a 
country.  There are three main retail formats. 
i) General merchandise Retiling. 
ii) Food Retailing. 
iii) Non-store Retailing. 
 
BENEFICIAL EFFECTS OF FDI FOR 
INDIAN RETAIL MARKET 
  Some of the direct benefits as a 
result of FDI in retail are said to be: 
* Growth in employment opportunities  
 It is basic principle that creating 
competition in general is good for the 
market. The retail sector can generate huge 
employment opportunities and can lead to a 
job-led economic growth. 
* Farmers will benefit from FDI 
 Due to FDI in retail sector formers 
will be able to get better prices for their 
produce.  Improved farm exports coupled 
with promised improvements in margins for 
farmers may bring in a happier and brighter 
tomorrow for our farmers. 
* Smoother supply chain 
  Unavailability of proper 
transportation store and handing facilities 
has rendered the supply chain inefficient and 
uneffective.  It is estimated that a large 
percentage of fruits, vegetables and other 
perishable items are wasted due to a poor 
supply chain.  FDI is expected to push up 
this issue and restructure the supply chain, 
making it smoother and faster supply chain 
is a series of activities than an organization 
uses to deliver value either in the form of a 
product, service or a combination of both to 
its customers.  Experts argue 
 that an efficient supply chain within 
the country may augment its linkage to the 
global chain.  This in turn may boost farm-
exports significantly.   
*Competitive prices for consumers 
  The 51% FDI will benefit the 
consumers as they will have wider choices 
at competitive prices.  The eliminator of the 
intermediate channels in the procurement 
process will lead to reduction of prices for 
consumers. 
* Foreign brands will promote healthy 
competition 
 By allowing 51% FDI in the Indian 
market, it will teach the local retailers about 
real competition and help in insuring that 
they give better service to Indian consumers.  
The government in near future can appoint a 
regulation body to monitor the retail sector 
just like other sectors. 
* Infrastructural grow 
 FDI in retail sector will allow 
infrastructural growth in India.  Past few 
years have seen some organized efforts; both 
on part of private players as well as of 
government positively impact the 
infrastructural growth.  Infrastructural 
limitations have been cited as one of the 
main reasons for the delay in the retail 
flight.  Rapid infrastructural growth is 
possible due to FDI in Indian retail sector. 
* Inflow of Technical Know-how 
  Increased FDI would certainly bring 
in the best of global players on to the Indian 
retail scene the inflow of technology and 
technical know-how is said to be a natural 
migration along with the global retail giants.       
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  Technologies would become more 
common among Indian retails too and can 
transform the way in which business is 
being conducted right now. 
* India as a Souring Hub 
 A strong FDI presence in the retail 
sector will act as a driving force in attracting 
upstream activities.  Domestic companies 
would also be able to compete on a strong 
footing in the international market on the 
strength of experience gained from working 
with international players.  As per the Indian 
Council of Research on International 
Economic Relations (ICRIER) report, 
allowing more large scale production would 
improve employment investment, technical 
know-how and strengthen India’s position as 
sourcing hub. 
 
* Franchising opportunity for local 
Entrepreneurs 
   By allowing FDI in the Indian 
market for Multi-brand retail Stores it will 
create more opportunities for local 
entrepreneurs. 
* Stimulation of the Upcoming Industries 
 FDI will stimulate the upcoming 
industries and they would grow in proper 
lines with better practices.  The growth of 
organized retail formats seems to have had a 
positive impact on the small manufactures 
who now work in with large ones to work 
for modern retailers. 
ADVERSE EFFECTS OF FDI FOR 
INDIAN RETAIL MARKET 
 Some of the adverse effects of FDI 
in retail sector of India are said to be; 
* Extinction factor 
 One of the primary fears of allowing 
FDI in retail is that the fuelled growth of 
organized retail in India would create 
adverse effects on unorganized retailers.  
Experts fear that the entry of global retail 
giant wal-mart, Tesco would throw 
neighborhood mom ‘n’ pop stores out of 
gear.  Bringing in big foreign players will, 
no-doubt give direct competition to big 
domestic retail but small retailers will 
eventually get eliminated.    
* Monopoly 
 Many fear that the competitive 
ability of the global players coupled with 
their high competitiveness could hurt the 
domestic players and could lead to creation 
of monopoly and promote controls.  Once 
these giant foreign retailers have monopoly, 
they will start exploiting the market. 
* Price not so nice  
  One of the primary fear with FDI in 
retail paving way for the entry of global 
players is the kind of dominance they will 
generate.  Experts fear that players may 
induce unfair trade.  Practices like predatory 
pricing.  In absence of proper regulatory 
guidelines the global players could dole-out 
pricing as one of their major weapons to 
blunt the Indian competition.   
* Throat-throttle 
  Many fear that entry of foreign 
players in retail sector lead to a cut throat 
competition in a bid to survive.  This may be 
negative for the entire retail industry.   
* Rural titanic 
 Many believe that, this retail 
revolution may be limited to cities and that 
the rural landscape may not see any such 
colors.  The experts feel that this will further 
widen the rural-urban divide because of such 
lop-sided development.  
* Towering real 
 Many feel that the entry of global 
players may have a towering impact on the 
real estate prices.  With intensified fight for 
space in cities, the race may result in sharp 
increase in real estate prices. 
 
CONCLUSION 
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 The government recently came out 
with a concept note on FDI in multi-brand 
retailing.  This is an emotional issue and has 
been placed on the back burner by 
successive governments in response to fears 
about its impact on small retailers, who are 
large generators of employment.  The UPA 
government is keen to open up the Indian 
market for foreign investments.  According 
to government the 51% for direct investment 
will also aim at bringing down inflation, 
along with protecting the interests of small 
traders.  The FDI there is bound to be same 
problems, which can definitely be resolved.  
The government in near future can appoint a 
regulating body to monitor the retail sector 
just like other sectors.  The regulation in the 
FDI bill that 30% of the total procurement 
has to come from small and medium 
enterprise which will benefit the domestic 
businesses.  Hence, policy is needed to 
protect the small and medium market 
channels.  It should be possible to the 
government to manage this FDI in a 
calibrated manner, ensuring that its benefits 
through development of infrastructure, 
provision of rural employment, and support 
for local sourcing-balance potential risks to 
the retail trade.  The government will have 
to seriously look at reviewing the FDI norms 
in retail if it wants this sector to grow in the 
times to come.  The government must again 
properly discuss the pros and cons of 
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